NATIONAL HEALTH SERVICE ACT 1946 



REPORT BY THE GOVERNMENT ACTUARY 



To: The Rt. Hon. Kenneth Robinson, M.P., 

Minister of Health. 

Sir, 

I have the honour to submit my report on the second actuarial investigation 
of the National Health Service Superannuation Scheme, completed in accordance 
with regulation 61(1) of the National Health Service (Superannuation) Regula- 
tions 1961, made by the Minister of Health in exercise of the powers conferred 
on him by the National Health Service Act 1946. 



INTRODUCTION 

1. The Scheme came into force on 5th July 1948; the first actuarial investiga- 
tion covering the period to 31st March 1955 was made in 1957 and the present 
report deals with the working of the Scheme over the seven years up to 31st 
March 1962. The purpose of the investigation is described in regulation 61(1) 
as follows: 

‘The Minister shall keep an account in such form and prepared in such manner as 
the Treasury may approve of all revenue received and expenditure incurred by the 
Minister under these regulations, and as at the thirty-first day of March, 1962, 
and at the expiration of every subsequent period of seven years, there shall be an 
actuarial investigation by the Government Actuary of the assets and liabilities 
of the Minister in respect of the benefits provided by the Minister under regula- 
tions made under subsection (1) of section 67 of the Act, to determine what 
adjustments (if any) are needed to maintain a balance between the said assets and 
liabilities.’ 

2. The first actuarial investigation showed that the value of the assets at 
31st March 1955 was nearly £80 millions less than the estimatqjl liabilities and 
the following action was taken : 

(i) Liability in respect of the ' ‘initial deficiency’ estimated to amount to 
£34 millions was accepted by the Exchequer. This was the deficiency 
arising because persons were brought into the Scheme in July 1948 at 
all ages but contributions were paid only at the level appropriate for 
normal ages at entry to the National Health Service. The amount of 
this deficiency was credited to the Account. 

(ii) Entrants to the Scheme after 26th July 1960 who subsequently 
withdraw voluntarily were not to receive interest on the contributions 
returned to them. 

(iii) With retrospective effect from the inception of the Scheme the account 
was credited with the full amount of the employer’s contribution for 
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practitioners who maintained individual insurance policies, thus 
increasing the value of the assets by about £4 millions. 

(iv) The employers’ contributions were increased as from 27th July 1960 
by IJ per cent of salary, and this increase was to apply for a period of 
about twenty years ; the capital value at the valuation date was about 
£40 millions. 

The effect of (i) to (iv) was to produce, as at the valuation date in 1955, an 
approximate balance between assets and liabilities. 



. BENEFITS AND CONTRIBUTIONS 

3. The main benefits payable under the Scheme and the rates of contribution 
payable by members and employing authorities were described in the report on 
the first investigation. The main changes since 1955, apart from those referred to 
in paragraph 2, were as follows: 

(i) The rate of pension payable to practitioners was increased from IJ 
per cent to If per cent of total remuneration in respect of service 
after 31st August 1962, and the rate of lump sum benefit corres- 
pondingly increased from 4i per cent to 5J per cent of such remunera- 
tion. These changes were made in consequence of the finding in the 
first investigation that, for a practitioner entering the Scheme at a 
normal age, contributions payable by and in respect of him were 
somewhat more than adequate to provide his benefits. 

(ii) As a result of the National Insurance Act 1959, minor changes were 
made in the conditions under which benefits could be paid in order 
that the Scheme would satisfy the provisions of the Act in regard to 
‘contracting out’. In general, all men earning over £12 10s. Od. a week 
and all women earning over £11 Os. Od. a week were ‘contracted 
out’. 

The following changes were made in the ‘modification’ provisions under 
which benefits Snd contributions are reduced for entrants to the Scheme after 
5th July 1948 to take account of National Insurance benefits. For staff in 
participating employment under the tenns of the 1959 Act, the employees’ and 
employers’ contributions to the Scheme were each reduced by 1 per cent of 
remuneration during such service. The Scheme pension payable was reduced by 
4th of retiring remuneration for each year of participating service and for 
practitioners there was a reduction for each year of | per cent of total earnings. 
For the purpose of these reductions remuneration in excess of £780 per annum 
was ignored. 

Special reductions in contributions and benefits were made for staff now in 
participating employment who entered the Scheme on 5th July 1948 and elected 
that their benefits should not be reduced in respect of their ‘flat rate’ National 
Insurance pension. 
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4. Following the National Insurance Act 1963, which raised, from £15 to 
£18 a week, the limit of earnings on which ‘graduated’ contributions were 
payable, corresponding changes were made to the ‘contracting out’ levels 
mentioned in paragraph 3. As these changes did not come into effect until some 
time after the date of the present investigation they are not reflected in the 
valuation results. They are not expected, however, to have any adverse effect 
on the finances of the Scheme. 



OPTANTS AND OTHER SPECIAL GROUPS 

5. Many members of other superannuation schemes who transferred to the 
National Health Service on 5th July 1948 or subsequently on the acquisition 
of a hospital under section 58 of the National Health Service Act 1946, and a 
number of practitioners who had made private pension provision, elected to 
retain their former superannuation arrangements; for many the rate of contri- 
bution was lower. As a result the Scheme was saddled with a considerable 
initial liability. Separate accounts were maintained for these ‘optants’, as 
they were called, and at the first actuarial investigation the extent of the liability 
was ascertained. There was, however, no further need for separate accounts 
because it was agreed that the Exchequer would meet all the ‘initial deficiency’ 
including that arising from ‘optants’. In the present investigation, therefore, 
the liabilities under the Scheme have been assessed by grouping all members 
together. 

Supplementary payments are made, under regulation 46 of the Scheme, to 
certain transferred officers who had expectations from their former employers of 
benefits not covered by a formal superannuation scheme, and the liability for 
such awards which have already been made has been included in the valuation. 

6, Under section 6(6) of the National Health Service Act 1946, the Minister 
was made responsible for meeting certain pensions already in payment in 1948 
to employees of former voluntary hospitals but these payments are not covered 
by the Regulations and are not debited to the Account; up to 31st March 1962 
they had amounted to nearly £2 millions. 

A few hospitals outside the National Health Service have taken advantage of 
provisions whereby their staff can be members of the Health Service Super- 
annuation Scheme, provided that no cost falls on the Exchequer. Accounts are 
maintained, and superannuation liabilities assessed, separately for each hospital 
and any deficiency must be liquidated by the hospital concerned. The number of 
staff involved at 31st March 1962 was about 50. 



STATISTICS 



Numbers of contributors 

7. The following statement summarises the membership of the Scheme at the 
valuation date. 
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Numbers of contributors on 31i< March 1962 



Men 

Central Scheme 

(i) Administrative, clerical, etc. officers including hospital 


Women 


Total 


medical and dental officers . 


. 42,318 


44,217 


86,535 


(ii) Mental health officers .... 


. 16,953 


20,363 


37.316 


(iii) Medical practitioners .... 


. 23,760 


2,793 


26,553 


(iv) Dental practitioners .... 


. 8,804 


559 


9,363 


(v) Female nurses, physiotherapists, etc. 

(vi) Manual staff: 


— 


119,861 


119,861 


mental health 


1,438 


886 


2,324 


others 


. 42,394 


38,800 


81,194 




135,667 


227,479 


363,146 


Optants 


. 9,886 


6,492 


16,378 


Totals, Central Scheme and Optants 


. 145,553 


233,971 


379,524 



‘Cold storage’ benefits, etc. 

8. There is provision in the Scheme for a person who leaves the Health 
Service to have the right, on rejoining the Service within twelve months, to 
resume membership of the Scheme and to retain superannuation rights in res- 
pect of his earlier service. On the valuation date 881 men and 2,201 women had 
their membership in suspense on this basis. In addition there were 682 men and 
866 women who had left the Health Service for ‘approved employment’ 
elsewhere and who may claim a pension on reaching pension age based on their 
service and salary at the date of leaving the Health Service. 

Changes in membership from 1st April 1955 to 31st March 1962 

9. A summary of the changes in membership in the period of the investiga- 
tion is given below. The figures include persons whose membership is in suspense 
and those with ‘cold storage’ benefits because they were not shown separately 
in the statistics of those leaving the Scheme ; the table excludes optants for whom 
details of membership movement were not available. 





Men 


Women 


Total 


Numbers in Central Scheme at 1st 








April 1955 (including those whose 








membership was in suspense and 








those with ‘cold storage’ benefits) . 


114,582 


185,560 


300,142 


New entrants and transfers from other 








schemes 


124,767 


422,067 


546,834 




239,349 


607,627 


846,976 


Deaths ...... 


4,589 


1,996 


6,585 


Retirements : 








ill-health 


2,486 


2,172 


4,658 


age 


11,231 


11,207 


22,438 


Withdrawals ..... 


77,427 


337,501 


414,928 


Transfers to other schemes 


6,386 102,119 


24,205 377,08) 


30,591 479,200 


Numbers in Central Scheme at 1st 








April 1962 (including those whose 








membership was in suspense and 








those with ‘cold storage’ benefits) 


137,230 


230,546 


367,776 
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The large turnover in staff, which was a feature of the Scheme in its first seven 
years of operation, continued and was not confined to younger persons. The 
membership shown at the beginning of the period differs somewhat from that 
according to the previous actuarial report. The discrepancies are accounted for 
by corrections and amendments made by the Ministry after the date of the last 
report. 

Salaries at the valuation date 

10. The table below shows the average salary or remuneration per person for 
the different categories of staff. Scales of pay have been adjusted since 3 1st 
March 1962 and the extent to which these adjustments should be taken into 
account in assessing the liabilities has to be considered. Some pay awards opera- 
ted from 1st April 1962 and it would clearly have been unrealistic not to take 
account of them. No allowance has been made for later awards however because, 
for consistency, it would have been necessary to take account of other changes 
in the experience of the Scheme since 31st March 1962 and this would have 
amounted, in effect, to changing the date of the investigation. 

Average annua! sakuy 
per person 



Central Scheme 

(i) Administrative, clerical, etc., officers including hospital medi- 


Men 

£ 


Women 

£ 


cal and dental officers ....... 


1,058 


624 


(ii) Mental health officers 


819 


611 


(iii) Medical practitioners 


2,596 


1,554 


(iv) Dental practitioners 


2,387 


1,445 


(v) Female nurses, physiotherapists, etc 

(vi) Manual staff: 


— 


524 


mental health 


615 


484 


others 


612 


440 



The total salary roll for all staff was approximately £179 millions a year for 
men and £131 millions for women, giving a total of £310 millions a year. 



Pensions in payment at the valuation date 

11. Pensions in payment on 31st March 1962 were as follows: 



Chss of pension 


Men 


Women 


Total 


Numbers 


Annual 

amounts 


Numbers 


Annual 

amounts 


Numbers 


Annual 

amounts 


Central Scheme 
and Optants’ pen- 
sions 


16,755 


£000’s 

4,007 


15,577 


£000’s 

2,165 


32,332 


£000’s 

6,172 


Supplementary 
pensions . 


809 


128 


1,566 


184 


2,375 


312 


Widows’ and 
dependants’ pen- 
sions 






4,137 


366 


4,137 


366 



Notes', (i) Many persons receiving siippiementary pensions also receive ordinary 
pensions under the Scheme. 

(ii) The figures include pensions amounting to £55,000 a year which were 
temporarily suspended on the valuation date because of rc-employraent. 
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Growth of pension roll, 1st April 1955 to 31st March 1962 

12. The changes in the number of pensioners, other than optants for whom 
details were not available, were as follows: 



Pensioners at 1st April 1955 


Men 
. 4,217 


Women 

4,140 


Total 

8,357 


New pensioners 


. 10,505 


9,213 


19,718 


Deaths and other terminations . 


14,722 
. 2,365 


13,353 

916 


28,075 

3,281 


Pensioners at 31st March 1962 . 


. 12,357 


12,437 


24,794 



The number of pensions in payment has nearly trebled over the intervaluation 
period and will continue to grow rapidly for many years. 

The difference in numbers at 1st April 1955 compared with those shown in the 
previous actuarial report is accounted for by subsequent corrections and amend- 
ments. 



THE ACCOUNT 

13. The Account was credited with interest at the rate of per cent per 
annum from the inception of the Scheme in 1948 up to 31st March 1955 and 

per cent per annum from 1st April 1955 to 31st March 1962. 

14. The rates of interest credited to the Account in 1948 and 1955 were 
determined in the light of the estimated average yields on Government securities. 
In recent years appreciably higher yields have been obtainable on new invest- 
ments, but there can be no assurance that these yields will continue indefinitely. 
The rate of interest to be credited to the Account as from 1st April 1 962 will be 
determined by the Treasury from time to time in the light of the factors currently 
relevant. 

15. The consolidated revenue account for the seven years ended 31st March 
1962 is given below and shows a balance in the Account at the end of that 
period of approximately £413 millions. 



Consolidated Revenue Account for the period hst April 1955 to 31.ri March 1962 



Revenue 


£000’s 


Expenditure 


£000’s 


Balance at 1st April 1955 


149,634 


Pensions ..... 


26,409 


Employees’ contributions 


94,417 


Lump sums on retirement 


11,025 


Employers’ contributions : 




Deatli gi'atuities .... 


3,947 


normal ..... 


129,281 


Widows’ and dependants’ pensions. 


1,221 


supplementary .... 


7,859 


Returns of contributions 


20,511 


Transfer values received 


11,616 


Transfer values paid 


9,323 


Transferred funds 


93 


Insurance premiums etc. 


7,285 


Credit to the account in respect of 




‘Payments in lieu’ (less amounts 




the ‘initial deficiency’ 


34,000 


recovered from employees) 


22 


Other revenue .... 


2,647 


Balance on 31st March 1962 


413,371 


Interest 


63,567 






Total ..... 


493,114 


Total 


493,114 
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16. A number of pensions are supplemented by payments authorised by the 
Pensions Increase Acts. These increases are, however, outside the scope of the 
Regulations and no account was taken of them in the investigation; as at 31st 
March 1962 the annual cost was a little over £500,000. 



EXPERIENCE AND VALUATION BASIS 

General 

17. The 380,000 contributors on the valuation date comprise a number of 
groups with different rates of contribution, retirement ages, pension benefits, 
salary structures, rates of turnover, etc. As a result it was necessary to examine 
the experience and to obtain valuation data separately for each of some thirteen 
groups. Samples were used where possible. The results of the investigation into 
the experience of these groups and of pensioners, covering the seven years ended 
31st March 1962, are summarised in the following paragraphs. 

Mortality of pensioners 

18. Apart from a few persons who were drawing pensions in July 1948, the 
experience was limited to those retiring on pension after that date. The com- 
bined experience of all valuation groups covered some 1,800 deaths of men and 
600 of women. It was not considered justifiable to subdivide the experience 
according to valuation group before retirement as the numbers in each group 
would have been relatively small. Above age 75 the experience of persons who, 
although not covered by the Regulations, were paid pensions by the Minister 
under section 6(6) of the 1946 Act, was available and gave some guidance as to 
the likely mortality at higher ages where the main experience is, as yet, quite 
inadequate. 

19. There was no evidence that for persons retiring at the usual ages, the 
rates of mortality of pensioners who had recently retired differed from those of 
the same age who had been drawing pension for some years. Mortality rates 
were therefore derived from the combined experience of all persons who retired 
above the minimum pension age. 

20. Comparison with the experience of the previous investigation is effectively 
confined to pensioners under the age of 70 because the earlier experience was 
very limited above that age. For men there was no evidence of lighter mortality, 
but for women mortality rates had decreased. These findings are in general 
agreement with the experience in recent years of other pension funds and of the 
general population. Rates of mortality in accordance with the experience in 
1955 to 1962 are set out in Appendix 1(a). The rates for men are higher below 
age 70 than the rates used in the previous valuation, when the experienee was 
relatively small and the adopted rates were necessarily somewhat tentative. 
The rates for women are lower than those previously adopted. 

21. In valuing pensions in payment to men at the valuation date, the rates 
shown in Appendix 1(a) were used without adjustment, but for women some 
allowance was made for future improvement in vitality. In valuing the pros- 
pective pensions of present staff and in determining the appropriate rates of 
contribution for future entrants to the Health Service, allowance was made for 
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future improvement in vitality for both sexes by reference to the adjustments for 
this factor in the published tables of life office annuitants’ mortality known as 
the a(55) tables. 

22. The experience of those retiring through ill-health showed heavy morta- 
lity in the years immediately after retirement, but indicated that, as the period 
since retirement increased, the mortality tended towards that of pensioners who 
had retired on grounds of age. The rates adopted reflect the recent experience 
and differ somewhat from those employed at the last valuation. They are shown 
in Appendix 1(a). 

Mortality in service of groups other than practitioners 

23. The mortality experience of valuation groups other than practitioners was 
similar to that in 1948-55 and there was little difference between the separate 
groups. The rates adopted for the previous valuation have accordingly been 
retained and are shown in Appendix 1(d). 

Mortality of medical and dental practitioners 

24. In the 1955 investigation the experience indicated that mortality rates for 
male practitioners were somewhat different from those of other groups and 
allowance was made for this difference in the valuation. The experience of the 
present investigation suggested that the variations were a temporary feature and 
did not justify any differentiation between the assumed rates of mortality of 
doctors and other groups on this occasion. 

25. Because of the limited experience in 1948-55, women practitioners were 
included with men for the purpose of the 1955 valuation. The 1962 valuation 
experience was still fairly limited but indicated that it would be more appropriate 
to assume the rates adopted for other female groups. 

Rates of retirement on grounds of age 

26. The Scheme had been in operation on the valuation date for less than 14 
years and many persons, especially in the first ten years of its operation, although 
of retirement age had insufficient service to qualify for a pension. Retirements 
which have already occurred have thus related largely to persons with short 
service; the ultimate pattern of retirement is likely to be very different, because 
eventually most persons retiring will have substantial pensions and will be in a 
better position to retire soon after reaching the minimum age. 

In assessing the liabilities for staff' over age 40 at the valuation date use was 
made of retirement rates derived from recent experience after making due 
allowance for those who had not qualified for pension. These rates, which are 
shown in Appendices 1(b) and 1(c), indicate that retirements were taking place 
on the average at ages about two years older than was assumed in the 1955 
valuation. At that time the minimum qualifying period of ten years service 
was a major factor and the experience was of little use as a guide to the future; 
retirement rates had therefore to be derived from other schemes. 

27. In calculating rates of contribution for future entrants and in assessing 
the liabilities for present staff aged under 40, somewhat earlier retirement was 
assumed than for present staff over age 40. 
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The retirement rates assumed for practitioners take account of the fact that 
those who defer first retirement to age 65 or later may on resuming practice 
receive an unabated pension up to age 70. 

Retirement on groimds of iU-health 

28. The experience of ill-health retirements showed that the tentative rates 
adopted for the 1955 valuation needed to be replaced by those shown in Appen- 
dices 1(b) and 1(c) — which reflect the very different conditions operating for 
various groups of staff. 

Withdrawal rates 

29. The high rate of turn-over in staff noted at the 1955 investigation has 
persisted and it has been thought appropriate to increase appreciably the rates 
of wastage assumed in the valuation. The rates adopted do not, however, 
reflect in full the actual experience because future profit to the Scheme from 
withdrawals would be considerably curtailed if transferability of pension rights 
became more widespread or conditions changed and an increase in the rate of 
unemployment caused a reduction in the extent to which persons voluntarily 
changed their employment. The difference between the rates experienced and 
those adopted is smaller for women than for men because many women leave on 
marriage and such losses are less likely to be affected by economic or other 
changes. (See Appendix 1(e)). 

30. In the 1955 valuation it was assumed that all male practitioners would 
remain in service until death or retirement. Subsequent experience indicates 
that a small but significant proportion withdraw from the Health Service and 
appropriate allowance has been made in the present valuation. 

Rate of progression of average remuneration with age 

31. Although the general level of salaries rose markedly between 1955 and 
1962, the percentage rates of progression with age as at 31st March 1962 were 
similar to those at 31st March 1955. For most valuation groups the rates of 
progression adopted for the previous valuation are thus still appropriate, and 
only relatively minor changes were needed. The rates adopted, shown in 
Appendix II, make no allowance for general salary revisions which occurred 
after 1st April 1962, or for any future revisions. 

The rate of interest 

32. Since the turn of the century the average yield on 2| per cent Consols has 
been about 3 J per cent. The rates obtainable on new investments at the present 
time are therefore high compared with past standards and are not unconnected 
with increases in productivity, prices and the levels of earnings in recent years. 
It would not be appropriate therefore to assume the continuance of the current 
high yields without at the same time making suitable provision for the increases 
in liabilities which are likely to arise in future as earnings rise. As the future 
pattern of incomes is so uncertain it has been decided to follow the same pro- 
cedure as at the 1955 investigation i.e. to base the value of the liabilities on the 
current level of earnings but to assume that the balance in the Account at any 
time will earn only the long-term rate of 3i per cent per annum compound 
interest. 
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The effect of the National Insurance Act 1959 

33. Employees on scales of remuneration above certain levels are ‘ con- 
tracted out’ of the graduated National Insurance Scheme. If a ‘contracted 
out’ employee withdraws from the Health Service Scheme and takes a return 
of his own contributions, a ‘payment in lieu’ has to be paid to the National 
Insurance Fund; half the ‘payment in heu’ may be recovered from the return of 
contributions made to the employee. 

At the valuation date the 1959 Act had been in force for only one year and 
the liabiUty for ‘payments in lieu’ in respect of past service was small. This 
liability will increase with increasing service and the higher benefits introduced 
by the National Insurance Act 1963 will accelerate the rate of increase. Because, 
however, an appreciable proportion of employees participate in the graduated 
scheme from the date of joining the Health Service, and most withdrawals occur 
after short periods of service, the liability for ‘payments in lieu’ is never 
likely to reach a high figure. 

For staff not ‘contracted out’ of the graduated scheme, the reductions in 
contributions are broadly equivalent to the reductions in benefits, so that the 
net effect on the finances of the Health Service Scheme is small. 



VALUATION BALANCE SHEET 



34. The result of the valuation is set out in the following valuation balance 
sheet; the liabilities include all benefits payable under the Regulations in respect 
of pensioners and active staff as at 31st March 1962, except for the small liability 
for future awards of supplementary benefits under regulation 46 which it is 
difficult to quantify. 

Valuation Balance Sheet as at 3 Hr March 1962 



Liabilities 
Present value of : 

Existing pensions (including widows’ 
and dependants’ pensions) 
Contingent pensions to widows of 
existing pensioners . 

Future awards of: 

Penrions to members 
Lump sums on retirement . 

Death gratuities 
Widows’ pensions 
Refunds of contributions etc. 
‘Payments in lieu’ 

Contributory payments to other 
superannuation arrangements . 

(i) F.S.S.N. etc. under reg. 45 

(ii) Practitioners’ insurance poli- 
cies under reg. 75 

Outstanding expenditure 
Surplus 



Assets 



£000’s 


Present value of: 


£000’s 




Future contributions by : 




74,185 


Members: .... 

Employing authorities 


199,617 

272,339 


6,330 


normal .... 


supplementary . 


54,455 


595,009 


Outstanding payments in respect 




89,538 


of transfer values . 


10,997 


10,350 


Other outstanding revenue . 


225 


74,562 


Balance in the Superannuation 




18,763 


AccountatSlst March 1962 


413,371 


1,068 






8,698 






1,925 






1,130 






69,446 






951,004 




951,004 
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35. The valuation, assuming the continuance of the employers’ supplement- 
ary contributions, shows an excess of assets over liabilities of £69 millions, If 
the supplementary contributions were discontinued with effect from 1 st April 
1965 this excess would be reduced to about £30 millions, which represents about 
3 per cent of the value of the assets. 

36. Since the last valuation, when steps were taken to restore the balance of 
assets and liabilities as at 31st March 1955, there have been various items of 
profit and loss. 

The main factors favourable to the Scheme have been: 

(i) the increase in the valuation rate of interest from 3J to 3J per cent; 

(ii) allowance for later retirement than had been assumed in the previous 
valuation ; 

(iii) the number of persons withdrawing from the Scheme with entitlement 
to a return of only their own contributions has been much greater than 
was assumed in the previous valuation (the benefit of the corresponding 
employers’ contributions has accrued to the Account). 

The main unfavourable factors have been : 

(iv) the considerable rise in salary levels since 1955. Most retirement 
benefits are related to the salary at retirement, and every salary award 
increases the liability for benefits in respect of service both before and 
after the date of the award, whereas higher contributions are received 
only in respect of service after the date of the award. As a result salary 
awards cause considerable strain on the Fund; 

(v) the improvement in the scales of benefits for practitioners referred to 
in paragraph 3. 

37. The favourable financial effect of allowing for later retirement was 
considerable. Retirement rates in the previous investigation had to be based on 
the experience of other schemes, and only in the present investigation was it 
possible to use the experience of the Scheme itself as a basis for valuation. Any 
future changes in the assumed retirement rates are likely to be less marked than 
on the present occasion, and profits or losses from this source will probably be 
on a smaller scale. 

38. On the other hand, the adverse effect of rises in salary levels was restricted 
because the average length of service and hence the average accrued pensions of 
present staff are small. As the average length of service increases, further rises 
in salary levels will have increasing effect. 

RATES OF CONTRIBUTION FOR FUTURE 
ENTRANTS 

39. The rates of contribution necessary to support the benefits of future 
entrants to the Scheme have been estimated on the actuarial bases described 
in earlier paragraphs. They were assessed for the same groups as in the 1955 
report, viz. non-manual staff, manual staff, medical practitioners and dental 
practitioners. The cost of ‘payments in lieu’ has been taken into account but 
results in only small additions to the rates of contribution, 

11 



Printed image digitised by the University of Southampton Library Digitisation Unit 



40. For both non-manual and manual staff, it was estimated that, on the 
assumption of 3^ per cent per annum interest and of no future rise in salary 
levels, the present rates of contribution would be slightly more than sufficient to 
provide the benefits. 

The margin is not enough, however, to justify any reduction in the rate of 
contribution. As the financial effect of future salary increases wiU become 
progressively more important it is desirable to retain some margin as a provision 
against future deficiencies. 

41 . For medical practitioners, the present rate of contribution was found to be 
just sufficient to support their benefits at the increased level introduced in 1962 
and it is recommended that it continue unchanged. 

For dental practitioners, who on average attain their maximum earnings 
earlier in their careers than do medical practitioners, a contribution of 13 per 
cent of salary is estimated to be sufficient. 

There is not the same need for a margin in the case of practitioners as for 
other groups of staff because benefits are related to total earnings throughout 
service and are therefore less affected by changes in levels of remuneration. 



CONCLUSION 

42. The valuation shows that, assuming the employers’ supplementary 
contributions to be discontinued from the 1st April 1965, there is an approxi- 
mate balance between the assets and liabilities of the Scheme at that date — 
£912 millions assets compared with £882 millions liabilities. This satisfactory 
position results from the steps taken to deal with the deficiency revealed at the 
last valuation and because the favourable effect of later retirement and a higher 
interest rate have in general balanced the strain caused by rises in the level of 
salaries. The Scheme had, however, been in operation for only 14 years at the 
valuation date and as the average length of past service increases the Scheme 
will be affected to a growing extent by upward revisions of salary levels. 

43. The present levels of contribution are in general appropriate and should 
be retained. For dental practitioners however a total contribution of 13 per cent 
of remuneration would on average be sufficient to provide the benefits for 
entrants at the normal ages. 

I am, Sir, 

Your obedient Servant, 

HERBERT TETLEY 



Government Actuary’s Department, 
Caxton House East, 

To thill Street, London, S.WA. 
IZrdJuly 1965. 
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APPENDIX I (a) 

Rates of mortality of pensioners (q y.) 



ProhahUity of death of ill-health pensioners 


Probability of death of age pensioners 


(1) During the first three years after 
retirement 


Age last 
birthday 


Men 


Women 








at beginning 


chiration 


Men 


Women 


of year 






0 


•090 


•040 


55 


■0159 


•0060 


1 


•065 


•030 


56 


•0177 


•0065 


2 


•050 


•020 


57 

58 


•0195 

•0213 


•0070 

•0075 














59 


•0232 


•0080 


(2) Ju the fourth and subsequent years after 


60 


•0251 


•0086 




retirement 




61 

62 

63 


•0270 

•0289 

•0307 


•0093 

•0102 

•0113 


Age last 






birthday at 


Men 


Women 


64 


•0325 


•0126 


beginning 






65 


•0342 


•0141 


of year 






66 

67 


•0358 

•0374 


•0158 

•0177 








Below 55 


•0400 


■0150 


68 


•0391 


•0197 


60 


•0410 


•0170 


69 


•0411 


•0218 


65 


•0447 


•0210 


70 


■0436 


•0241 


70 


•0522 


■0X15 


71 


•0469 


•0267 


IS 


•0682 


•0408 


72 


•0511 


•0296 








73 


•0560 


•0329 








74 


•0616 


■0366 


At ages 80 and 


over the rates for age pen- 


75 


•0678 


•0407 


sioners were adopted 




76 


•0746 


■0453 








77 


•0820 


•0504 








78 


•0900 


•0561 








79 


•0986 


•0624 








80 


•1080 


•0694 








81 


•1180 


•0771 








82 


■1287 


•0857 








83 


•1402 


•0951 








84 


•1525 


•1053 








85 


•1654 


•1162 








86 


•1791 


•1278 








87 


•1935 


•1400 








88 


•2085 


•1527 








89 


•2241 


•1659 








90 


•2403 


•1796 








91 


•2570 


•1939 








92 


•2740 


•2088 








93 


•2914 


•2243 








94 


•3090 


•2405 








95 


•3267 


•2574 








96 


•3444 


•2751 








97 


•3621 


•2937 








98 


•3795 


•3132 








99 


•3967 


•3337 
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APPENDIX I (b) 

MEN 

Probability of retirement from service with pension or other benefit in the year 
following the age stated 



Age last 
birthday 
at beginning 
of year 


Group 


A 


B 


c 


D 


E 


F 


27 


•0001 


•0005 


■0001 


•0005 






32 


•0003 


•0010 


•0003 


■0010 


•0001 


•0001 


37 


•0006 


•0020 


•0006 


•0020 


•0003 


•0003 


42 


•oon 


•0030 


•0011 


•0030 


•0007 


•0007 


47 


•0018 


•0040 


•0018 


•0040 


•0013 


•0013 


52 


•0040 


•0070 


•0040 


•0070 


•0030 


•0030 


54 


•2500 


•0800 


•0060 


•0110 


•0040 


■0040 


,55 


•1250 


•0400 


•0070 


•0130 


•0050 


•0050 


56 


•1250 


•0400 


•0085 


•0150 


•0070 


•0070 


SI 


•1250 


•0400 


■0100 


•0170 


•0090 


•0090 


58 


•1250 


•0400 


•0120 


•0190 


•0110 


•0110 


59 


•2500 


•0700 


•0650 


•0600 


•1000 


•2000 


60 


•1500 


•0900 


•0600 


■0600 


•0500 


■1000 


61 


•1500 


•0900 


•0600 


•0600 


•0500 


•1000 


62 


•1500 


•0900 


•0600 


•0600 


•0500 


■1000 


63 


•1500 


•0900 


■0600 


•0600 


•0500 


•1000 


64 


1 0000 


1-0000 


•6000 


•6500 


1 0000 


1 -0000 


65 






•4000 


•4500 






66 






•4000 


•4500 






67 






•4000 


•4500 






68 






•4000 


•4500 






69 






1 -0000 


1 -0000 







Notes : 



(i) The groups are composed as follows : 

Group A — non-manual staff (mental health) 

„ B — manual staff (mental health) 

„ C — non-manual staff (administrative, executive, clerical and hospital 

medical and technical) 

„ D — manual staff (not mental health) 

„ E — medical practitioners 
„ F — dental practitioners 

(ii) Retirement is assumed to be on grounds of age at 55 and over for Groups A and B, 

at age 60 and over for Groups C, D, E and F, and to be on grounds of ill-health 

under those ages. 

(iii) 'The probabilities are independent of the risk of withdrawal from the Scheme or death 

in service. 
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APPENDIX I (c) 

WOMEN 

Probability of retirement from service with pension or other benefit in the year 
following the age stated 



Age last 
birthday 
at beginning 
of year 


Gro 




G 


H 


J 


K 


L 


M&lN 


27 


•0005 


■001 


•001 


•0005 


•0010 




32 


•0010 


•002 


•002 


•0010 


•0020 


•0001 


37 


•0015 


•003 


•003 


•0015 


•0030 


•0004 


42 


•0025 


•004 


•005 


•0020 


•0050 


•0008 


A1 


•0035 


•006 


•007 


•0030 


•0070 


•0016 


52 


•0075 


•Oil 


•on 


•0060 


•0110 


•0035 


54 


•1200 


•200 


•150 


•0080 


•0140 


•0050 


55 


•0800 


•100 


•050 


•0090 


•0155 


•0060 


56 


•0800 


•100 


•050 


•0100 


•0170 


•0085 


57 


•0800 


•100 


•050 


•0110 


•0190 


•0110 


58 


•0800 


•100 


•050 


•0120 


•0210 


■0130 


59 


•4500 


•300 


•500 


•3000 


•5000 


•2500 


60 


•3500 


•250 


•400 


•2000 


■3000 


•1500 


61 


•3500 


•250 


•400 


•2000 


•3000 


•1500 


62 


•3500 


•250 


•400 


•2000 


•3000 


•1500 


63 


•3500 


•250 


•400 


•2000 


•3000 


•1500 


64 


1 -0000 


1 •000 


1 000 


•5000 


•5500 


1 -0000 


65 








•3500 


•3500 




66 








•3500 


•3500 




67 








•3500 


•3500 




68 








•3500 


•3500 




69 








1 -0000 


1 -0000 





Notes: 

(1) The groups “are composed as follows: 

Group G — nurses, physiotherapists, etc. 

„ H — non-manual staff (mental health) 

„ J — manual staff (mental health) 

,, K — non-manual staff (administrative, executive, clerical and hospital 

medical and technical) 

,, L — manual staff (not mental health) 

„ M — medical practitioners 

„ N — dental practitioners 

(ii) Retirement is assumed to be on grounds of age at 55 and over for Groups G, H and J, 

and at 60 and over for Groups K, L, M and N, and to be on grounds of ill-health 
under those ages. 

(iii) The probabilities are independent of the risk of withdrawal from the Scheme or death 

in service. 
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APPENDIX I (d) 



Probability of death in service in the year following the age stated 



Age last birthday 
at beginning of year 


Men 


\^omen 


22 


•0008 


•0003 


27 


•0008 


•0005 


32 


•0010 


•0007 


37 


•0013 


•0009 


42 


•0021 


•0014 


47 


■0037 


•0020 


52 


•0065 


•0029 


57 


•0106 


•0039 


62 


•0161 


•0050 


67 


-0236 


•0062 



Note: The probabilities are independent of the risk of retirement or withdrawal from the 
Scheme. 



APPENDIX I (e) 

Probability of withdrawal from service with refund of contributions in the year 
following the age stated 



MEN 



Age last 


Croup 


















at beginning 














of year 


A 


B 


C 


D 


E 


F 


22 


■08 


■10 


■07 


•10 


•015 


■015 


27 


•05 


•06 


■05 


•06 


■015 


•015 


32 


■03 


•04 


■03 


■04 


•010 


■010 


37 


•01 


■02 


■02 


■02 


•005 


■005 



WOMEN 



Age last 
birthday 
at beginning 
of year 




Grot 


P 






G 


H 


J 


K 


L 


M & N 


22 


•15 


■15 


■18 


•12 


•18 


■05 


27 


•13 


■13 


•13 


•11 


■13 


■08 


32 


•07 


■07 


■09 


■07 


■09 


■05 


37 


•04 


■04 


•06 


•03 


•06 


■02 



Note: The probabilities are independent of the risk of retirement or death in service. 
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APPENDIX II (a) 

MEN 

Kates of progression of pensionable remuneration related to an index of 100 at 

age 25 



Age last 
birthday 


Group 

A 


Groups 
B & D 


Group 

C 


Group 

E 


Group 

F 


25 


100 


100 


100 


100 


100 


30 


125 


104 


140 


123 


120 


35 


146 


105 


169 


183 


135 


40 


163 


105 


190 


230 


139 


45 


176 


105 


203 


252 


135 


50 


188 


105 


213 


259 


127 


55 


194 


105 


221 


251 


114 


60 


194 


105 


225 


237 


100 



APPENDIX II (b) 

WOMEN 



Rates of progression of pensionable remuneration related to an index of 100 at 
age 20 (25 for doctors and dentists) 



Age last 
birthday 


Group 

G 


Group 

hi 


Groups 
J SlL 


Group 

K 


Group 

M 


Group 

N 


20 


100 


100 


100 


100 






25 


126 


122 


106 


139 


100 


100 


30 


150 


140 


no 


169 


123 


120 


35 


ill 


157 


111 


193 


183 


135 


40 


191 


172 


111 


209 


230 


139 


45 


207 


184 


111 


221 


252 


135 


50 


220 


196 


111 


229 


259 


127 


55 


227 


204 


ill 


233 


251 


114 


60 


227 


205 


111 


237 


237 


100 



1 Hid 
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